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India’s big bet at the 


UN 


India’s recent stint at the United Nations Security Council leaves some questions 


unanswered 


India’s recent tenure at the Security 
Council was, to borrow a phrase used 
by English football commentators, a 
game of two halves. In the first half 
(2011) India played an attacking game. It 
was loudly critical of NATO's air 
campaign in Libya and tried to play a 
leading role in diplomacy over Syria. 
Perhaps most importantly from New 
Delhi’s perspective, it launched a drive 
for Security Council reform. 


All this activity secured international 
attention. India coordinated closely with 
Brazil and South Africa, both of which 
also held temporary seats on the 
Security Council. They worked together 
particularly closely over Syria in 
mid-2011, launching a brief peace 
initiative as violence began to escalate. 
By the end of the year, even 
representatives of the five permanent 
members of the Council admitted that 
the IBSA (India-Brazil-South Africa) trio 


Pragati- The Indian National Interest Review 


had affected the diplomatic dynamics in 
New York. But in diplomacy, as in 
soccer, it’s important to score a few 
goals, and India struggled to do so. 
NATO simply ignored its criticisms of 
the Libyan war. IBSA had no impact in 
Syria. There was no leap forward 
towards Security Council reform. 


In 2012, India switched tactics and 
began to play a more defencive game. It 
took a lower profile on Syria, supporting 
American and European positions in the 
Security Council, leaving China and 
Russia isolated in their opposition to 
serious pressure on Damascus. Indian 
officials continued to look for new 
openings on Security Council reform, 
trying to whip up support among 
developing countries. But they used 
their presidency of the Council in 
November 2012 to highlight the 
uncontroversial issue of piracy. 


India wanted to be 
treated as an equal by 
the permanent five 
members (the P5) and 
also affirm the case for 
its own permanent 
membership. 


Now India is out of the Council, and 
able to focus once again on the more 
familiar routines of life in the General 
Assembly. This could be compared to 
switching from a high-speed soccer 
game to a particularly drawn-out test 
match. It gives Indian diplomats a 
chance to reflect on their stint on the 
Security Council. 


As they look back, they may dwell on 
the power of events to shake up 
diplomatic plans. The Libyan and 
Syrian wars threw the Council into 
confusion, forcing ambassadors to 
improvise. The Libyan conflict created 
rifts between the U.S. and India which 
are still only partially healed. Arab 
powers were highly critical of New 
Delhi's initial failure to adopt an 
aggressive line against the Assad regime 
in Syria in 2011. 


India was not the only member of the 
Security Council to struggle to find a 
strategy in this period. There were 
fierce debates in Washington over 
whether to intervene in Libya. The 
Obama administration’s efforts to 
resolve the Syrian crisis via the UN 
sometimes seemed half-hearted. China 
arguably handled events in Syria worse 
than any other power, unhappily 
supporting Russia in defense of the 
Assad regime despite the damage to its 
relationships in the Middle East. If 
India wobbled, it was certainly not 
alone. 


But it would be a mistake to portray 
India solely as a reactive power at the 
UN. It is arguable that its performance 
in the Security Council pivoted on a big 
bet that it made in early 2011 — and 
ultimately lost. 


What was this bet? Here is a (simplistic) 
explanation. India wanted to be treated 
as an equal by the permanent five 
members (the P5) and also affirm the 
case for its own permanent membership. 
To do this it needed to assert itself inside 
the Council as a strategic player while 
creating momentum for Council reform 
among the UN wider membership. Its 
big bet was that it could win such a high 
level of support for reform that its status 
as a top power in the Council would be 
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incontestable — and simultaneously 
demonstrate enough diplomatic 
dexterity in the Council to make the 
same point. 


To this end India began a push in 
February 2011 with Brazil, Germany and 
Japan for a General Assembly resolution 
that would effectively endorse their 
shared ambition for permanent Council 
seats. Indian officials, who were heard to 
say that they believed reform was 
possible in just months, were notably 
more gung-ho than some of their allies. 
Although they were able to secure 
indications of support from more than 
half the UN’s members, they could not 
get the two-thirds backing the resolution 
required. 


In the meantime, the IBSA countries 
caucused inside the Council to gain 
short-term leverage. Their goal was 
create a pole in Council debates between 
the Western bloc and Russia and China 
(although there was also some 
coordination among all the BRICS 
members). IBSA needed a cause. Syria 
offered one. In August 2011, after initial 
European efforts to get a resolution 
threatening Damascus with sanctions 
failed, the IBSA countries engineered a 
Council statement calling for peace. 
Brazil was reportedly the main force 
behind this initiative, but India held the 
Council’s presidency when the text was 
agreed. 


But this initiative went awry. A visit by 
IBSA envoys to Damascus had no effect, 
and when the Europeans tabled a 
resolution aiming to put pressure on 
Syria in October, the trio of countries 
abstained. While China and Russia cast 
their vetoes, the IBSA powers had 


sidelined themselves. India now faced 
twin problems. It had not secured 
sufficient support for Security Council 
reform to impress the P5, and its main 
effort to demonstrate diplomatic 
dexterity inside the Council had run out 
of steam very quickly. 


Thereafter, India’s potential leverage 
was significantly reduced. Diplomats 
did not believe that it could find a new 
route to two-thirds support for its 
reform ambitions, while the P5 
increasingly dealt with Syria on their 
own, cutting out the rest of the Council. 
If India had been able to say either that 
it had overwhelming backing to be a 
permanent Council member or that it 
had managed to win some concessions 
from Damascus in mid-2011, it would 
have had far more leverage. But it could 
say neither. 


This explains India’s relatively quiet 
approach during its second year on the 
Council (and as Brazil’s two-year term in 
the forum ended in December 2011, 
IBSA could no longer act as a bloc there 
anyway). Was India foolish to take such 
a big bet in 2011? To answer this 
question it is necessary to ask three 
further questions. Did Indian officials 
genuinely believe that it would possible 
to get the necessary number of votes to 
back Council reform? If so, was this 
belief based on hard numbers or just 
optimism? And, turning to Syria, did 
the IBSA trio have any concrete reasons 
to believe their peace initiative there 
could succeed? 


These are the questions that Indian 
official should reflect on as they get used 
to life outside the Council. 
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Let there be light 


Without generating adequate revenues from distribution of power, neither 
generation nor transmission can be sustained 


If telecom has been liberalised India’s 
unqualified success, ‘power’ has been its 
unmitigated failure. Of all the factors 
holding back the Indian economy from 
attaining its potential rate of growth, 
inadequate power supply is among the 
most important. It continues to keep 
crores of Indians in primordial darkness 
and denies them a quality of life taken 
for granted in most parts of the world. 
Our failure on this front was evident last 
July when India entered the record 
books for experiencing the biggest 
blackout in history: three of the five 


grids collapsed, affecting almost 670 
million people. 


Discussion on the power sector in recent 
months has focused on the inadequacies 
of the national transmission 
infrastructure and much more so, on the 
fuel supply challenges faced by the 
generating plants. At his first press 
conference last Tuesday, the new Union 
Power Minister Jyotiraditya Scindia 
focused on new capacity and fuel deals 
and continued to gloss over the 
gargantuan problems on the distribution 
front. 
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Yet, distribution is at the heart of what 
ails India’s power sector. The challenge 
here adversely impacts the entire value 
chain. Without generating adequate 
revenues from distribution, neither 
generation nor transmission can be 
sustained, let alone expanded to the 
required levels. 


The Deepak Parekh Committee on the 
power sector, set up by the Government 
of India said, inter alia, “India’s power 
sector is a leaking bucket...The logical 
thing to do would be to fix the bucket. 
Most initiatives in the power sector are 
nothing but ways of pouring more water 
into the bucket.” The quantum of 
leakage is shocking. According to one 
study, the cumulative losses for the 
distribution companies, pre-subsidy, 
were an estimated Rs.80,000 crore in FY 
2012, up from Rs.63,500 crore in FY 2010. 


With this kind of losses, the banks are 
beginning to take a dim view of the 
pleas of these companies for continued 
borrowings. There is no way that India’s 
power sector can be nursed back to 
health unless ameliorative steps are 
urgently taken to “fix the bucket”. 
Distribution reforms, then, is the way 
forward for the power sector. Once 
distribution is commercially viable, 
funds will be available for sustaining 
and expanding generation and 
transmission. 


Consumers too stand to benefit. 
Financially healthy distribution 
companies will be better placed to 
provide optimal service across all 
parameters. Ultimately, it is the tax- 
paying consumers who are subsidising 
the discoms. Any decrease in the 
subsidy bill eases the pressure on tax- 


payers. 
The single most important reform in 
power distribution is the introduction of 
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cost-linked tariff growth. If that is done, 
then power utilities will be able to meet 
generation and transmission costs as 
well as address the vagaries of the fuel 
market, currently the bane of the 
generating units. Politicians see red at 
the prospect of tariff increases because 
they fear these would antagonise their 
support base. Hence they feel obliged to 
help the electorate by stonewalling tariff 
increase. Instead, they could find 
smarter means to provide subsidy to the 
under-privileged than keep tariffs low 
for all sections of society. 


Without generating 
adequate revenues from 
distribution, neither 
generation nor 
transmission can be 
sustained, let alone 
expanded to the required 
levels. 


Equally important for distribution 
companies and their principals (in most 
cases the governments at the state level) 
is the need to look within and fix the 
distribution system. The problem really 
is rampant distribution losses. The 
equipment is old and inefficient and the 
commercial issues include power theft, 
shoddy metering, faulty billing and 
poor collection. 


The challenge for the discoms here is to 
have the will and the wherewithal to 
stem the rot. Private players always do 
much better than publicly-owned 
utilities on this score. A way out has 
been found by many state governments 
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by going in for Private-Public 
Partnerships. Privatisation of 
distribution, where the state 
government holds a stake in the new 
entity, has had mixed results. Odisha 
was a pioneer in this area, but the results 
have not been encouraging so far. The 
report card is much better in Delhi. 


Another model for private sector 
participation is the distribution 
franchisee route (outsourcing). Here 
ownership remains with the 
government, but certain aspects of 
distribution, particularly commercial 
aspects (like metering, billing and 
collection) in specific areas are handed 
over to a franchisee. At least two states 
are experimenting with this model: 
Maharashtra (Bhiwandi, Nagpur, 
Aurangabad) and Uttar Pradesh (Agra, 
Kanpur). The results are positive so far 
and this may be an unintrusive and 
politically acceptable route to increased 
private sector participation in an area 
where the government has singularly 
failed. 


Load segregation between agriculture 
and non-agriculture connections in rural 
areas can produce dramatic results in 
distribution. This is implemented 
through feeder separation and if 
implemented efficiently, results in a win- 
win for both categories of consumers. 
States like Gujarat, Haryana and 


Rajasthan have moved in this direction. 
Encouraging results have come in from 
Gujarat. 


Industrial consumers, can profit from 
the greater spread of the open access 
systems, whereby they are free to choose 
the power supplier by comparing tariffs 
and service delivery standards. Similar 
considerations weigh in with consumers 
in Mumbai, where they can choose their 
distribution utility. 


Two other initiatives that can prove 
beneficial to the distribution sector is 
Demand Side Management (DSM) and 
decentralised generation & distribution 
(DG&D). DSM can be implemented 
through the use of more efficient 
technologies, adoption of energy 
conservation measures and consumer 
education. DG&D initiatives are really 
off-grid solutions, where the intent is to 
obviate the expense incurred in 
providing grid connectivity to remote or 
inaccessible geographical regions. 


What is required is the necessary 
political will and a sense of extreme 
urgency in policy makers and policy 
implementers. The good news is that the 
“leaks in the bucket” are such today that 
they will soon become unmanageable, 
forcing the hand of the reluctant actors. 
Then, the lights will come on again. 
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Swarna Rajagopalan is a political scientist and the founder of Prajnya (prajnya.in). She wrote this article 


before the December 16 gang-rape in New Delhi 


And now that we’ve 
risen, what? 


On violence against women, it is time now for all of us to deepen our ‘awareness’ 


Jrom information to preparation 


This week, women’s groups from across 
the world marked Valentine’s Day as a 
day of ‘rising’ in protest against all 
forms of violence against women. “One 
Billion Rising” has been underway 
world-over with rallies, flash mobs, 
special camps for girl children, and film 
festivals. Thousands of men and women 
will have participated in its various 
programmes by the end of February. In 
India, since December 2012, there has 
been unprecedented mobilisation to 
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— 


protest pervasive violence against 
women. The result, as we know, is the 
Justice Verma Committee report and the 
new Ordinance that amends the existing 
law. 


After centuries of indifference and 
apathy towards the violence that women 
and girls experience from the moment of 
their conception (if you consider sex- 
selective abortion) people everywhere, 
especially in India and Nepal (where 
“Occupy Baluwatar” is calling for a 
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change in the law based on five recent 
rape cases) are finally saying, “This is 
unconscionable, fix it!” Or better, “Let us 
fix it!” Now that we’ve risen, what next? 
While we have listed the next steps for 
the government, what's the next step for 
all of us? 


The first hurdle in spreading awareness 
has been crossed. We now acknowledge 
the problem and most of us have read 
enough to simulate a politically correct 
vocabulary on what happens and why. 
But there is more to learn. 


Do colleges prepare their graduating 
students for the challenges of sexist 
workplaces? Are students on internships 
prepared to recognise sexual 
harassment? Are induction programmes 
teaching new employees their role in 
ensuring a safe workplace? Are 
teenagers and their parents learning 
about safety in cyberspace? When 
marriage alliances are sought, does 
anyone think of domestic violence and 
notice the small signs of violent 
behaviour in early interactions? Are we 
refusing alliances when the first demand 
for a ‘gift’ is made? Most of all, if we 
know of someone experiencing violence, 
do we know how to intervene? It is time 
now for all of us to deepen our 
‘awareness’ from information to 
preparation. 


For decades, Indian women’s 
organisations have addressed violence 
against women. Of a practical bent, 
many have set up helplines and victim 
services in their own cities. The second 
thing that all of us can do is to find out 
where and what these services are in our 
locations. In the aftermath of the 
December gang-rape, there were 
attempts on social media to compile 
such lists but they were limited in scope. 
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A commitment that we can now make is 
to locate and make known such services. 


Now that we’ve risen, 
what next? While we have 
listed the next steps for the 
government, what's the 
next step for all of us? 


Make helpline numbers and services 
known to all. Save them on your phone 
to share discreetly. Post them on the 
lavatory doors of your office so people 
can find them. The police sometimes 
have senior female officers who 
unofficially serve as point persons for 
sensitive cases of violence or stalking. If 
you have the social access to find out 
who these people are, make a note and 
share the information with women’s 
organisations and with people who will 
not abuse it.What are the services 
available to survivors of sexual and 
gender-based violence? Crisis lines (or 
helplines) for that first call made in 
distress; phone counseling; legal aid; 
psychological counseling and 
psychiatric support; emotional support; 
medical care; logistical help, including 
transportation networks and shelters 
(including short-stay homes and safe 
houses). One doesn’t have to be a victim 
to access these services. It is also 
possible to call their offices to see what 
an appropriate response would be to 
help someone in distress. 


But you might ask: What is the quality 
of these victim services? Most are well 
intentioned, but over-stretched. All 
resources (especially human resources) 
are over-committed. Social sector 
salaries do not anchor people in the 
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long-term to any job and it is important 
to have a rich pool of committed, 
experienced social workers and 
counselors at the service of those who 
have already been through trauma. You 
might want to make the time to ask 
those who run victim care centres about 
their needs. Do they need salary 
support? Space and vehicle? Do their 
clients need job training? And it is 
important to remember that this area of 
philanthropy and charity calls for great 
discretion. 


The same holds true for hospitals. How 
well equipped are their burns units? Are 
their nurses and doctors trained to 
handle cases of sexual and other 
violence? What are the small ways in 
which we can help? 


And since we've raised the question of 
quality: Can we help organisations 
evaluate their performance? Many may 
want it done but not have the people to 
spare or the skills. And let us not stop at 
discovery and denunciation but help 
improve this quality. Let us help 
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organisations to scale up: set up a 
second centre, a third safe-house, add 
extra lines to their helpline. Identify the 
need and help meet it, not just with 
money but in kind and with your time. 


Volunteering is crucial. The gift of our 
time and talent sustains and carries 
through the process of change. Many 
aspects of victim care (like counseling) 
require training that most of us lack. But 
it is possible to spend time teaching 
someone how to use a computer, to 
write resumes if entering the workplace 
for the first time or to help with book- 
keeping. It is possible to help raise funds 
for a victim care centre. Look around, 
some task has your name on it. 


Now that we’ve risen and we’ve spoken 
and written in protest, let us take 
ownership of the change we want by 
starting with the small tasks in front of 
us. The next frontier: to take One Billion 
Rising against violence and make it 
Seven Billion (Plus) working to end 
violence. 
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Jeopardising our 


identity 


When authorities pander to the whims of regions and religions, they render grave 


disservice to India’s identity 


Shah Rukh Khan is first and foremost an 
entertainer. Even when he is pushed 
into uncomfortable situations, his first 
instinct is to showboat and display his 
characteristic brash nonchalance. So it 
was a pleasant surprise to read his piece 
in Outlook magazine that addressed 
questions around his religious identity 
and what it meant to be a Khan — not the 
powerful name associated with the hit- 
makers of Indian cinema, but the 
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Ce — 


religious connotations of being a Khan. 
He is proud of his Islamic heritage. He 
explains how his father instilled in him 
the core tenets of his religion — “respect 
women and children and to uphold the 
dignity of every human being.” He also 
noted how he’s an easy target for 
politicians who use him as a symbol of 
everything that’s purportedly wrong 
with India’s Muslims. The backlash to 
the article was notable in its speed and 
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ridiculousness. In a breathless, myopic 
article, Venky Vembu excoriated SRK 
and questioned his motives. If one looks 
beyond the alleged publicity Shah 
Rukh’s piece sought, there’s a deeper 
issue he’s dealing with; that of defining 
national identity through religion. 
What's sad about the Shah Rukh affair is 
that he even felt the need to defend 
himself. 


To paraphrase Mr Vembu’s misdirected 
critique, why would a superstar who 
has cultivated the adulation of a vast 
swathe of India cutting across caste and 
religion then jeopardise that relationship 
by implying victimisation as the 
member of a minority? 


I live in the United States and often get 
asked how Indians deal with their 
cultural and religious diversity. These 
days, I’m not sure how to answer that 
question. A quick glance at the news 
indicates a plethora of outrage because 
of troublemakers claiming to represent 
the best interests of their ‘communities’, 
that almost always happen to be defined 
along religious, regional or ethnic lines. 


Consider for example, the recent 
controversy surrounding Kamal 
Haasan’s Vishwaroopam. A ridiculous 
chain of events led to a delay in its 
release in Tamil Nadu. First, the Hindu 
Makkal Katchi demanded the title be 
changed from Sanskrit to Tamil, and 
then a Muslim group demanded a ban 
on the movie claiming its depiction of 
Muslims ‘will’ hurt their sentiments — 
without seeing the movie, they merely 
speculated, based on its plot. After the 
government halted its release, Haasan 
eventually agreed to make cuts to the 
movie and even moved the Madras 
High Court, which has finally 
authorised its release. Although the core 
issue in this case was the suppression of 
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Kamal’s right of expression, it was also 
disturbing how effectively he could be 
muzzled by attaching the issue to the 
sensibilities of a religion or community. 
Similarly, Mani Ratnam’s Kadal has run 
into trouble with Christian groups 
claiming the content of the movie is anti- 
Christian. 


The last time we 
allowed our insecurities 
about identity to get the 
better of us, the British 
landed a parting shot 
with the insidious two- 
nation theory. 


A marketer’s task is to divide people 
along socio-economic and cultural lines, 
target the most lucrative segment, 
bombard it consistently with symbols 
representing the product, make it 
relevant to their interests and win them 
over. This is exactly what ‘leaders’ like 
Raj Thackeray do. His harangue against 
“North Indians” and ‘Biharis’ serves to 
reinforce the misconception that the 
indigenous Maharashtrian’s identity and 
livelihood are at risk. This message is 
reinforced with bombastic imagery 
conjuring up the past glory of Maratha 
rulers. The Shiv Sena and its breakaway 
factions have been utilising this 
regionalism plank for over a decade, but 
thankfully in the last twenty years have 
come to power only once in 
Maharashtra. 


The last time we allowed our 
insecurities about identity to get the 
better of us, the British landed a parting 
shot with the insidious two-nation 
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theory. Their reinforcement of 
communal stereotypes resulted in the 
bloody consequences of the Partition 
and the creation of Pakistan. Despite the 
constant endeavor of its most sensible 
citizens to strive for true democracy and 
equality, today Pakistan reels under the 
influence of fundamentalist elements. 
It’s a society torn between citizens 
aspiring to a life of peace and 
opportunity, and a fundamentalist- 
military complex intent on establishing 
the most rigid tenets of Islam. Minorities 
are victimised with charges of 
blasphemy; free speech is suppressed so 
that the fundamentalist narrative isn’t 
disturbed. 


There are lessons to learn from Pakistan. 
When Indian authorities pander to the 
whims of regions and religions, they 
render grave disservice to India’s 
identity. We are a nation that boasts of 
an active and aware civil society, 
increasing urbanisation, vibrant 
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businesses and greater economic 
opportunity. This is despite the fact that 
we are projected to remain a country 
with low mobility, driven by rigid rural 
divisions along caste, and poor 
infrastructure development. In addition, 
we are battling ingrained misogyny, 
sexism, skewed gender ratios, 
corruption, nepotism and sexual 
violence against women. Do we really 
need to trivialise this struggle by 
providing primacy to the feelings and 
sentiments of a twisted few intent on 
exploiting the situation for personal 
gain? 


Our nation’s symbols serve to remind us 
of our shared heritage. Shared — not 
individually partitioned and rabidly 
defended heritage. We derive our 
identity from this pride in our diversity. 
Let us not throw away this advantage by 
validating the crazed rants of the lunatic 
fringe. 
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The Tatkal ticket 


trauma 


Applying the lessons from financial markets for train ticket pricing will help the 


travellers and the Railways 
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An invariable trending topic, every 
Thursday morning on Twitter used to be 
‘#IRCTC’. IRCTC stands for Indian 
Railway Catering and Tourism 
Corporation, the arm of the Indian 
Railways that among other things is 
responsible for ticket sales over the 
internet. The frenzy started on Thursday 
morning because that is when the 
floodgates opened for the reservation of 
‘Tatkal’ tickets for travel on Sunday. 
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The Indian Railways introduced the 
Tatkal (urgent) class of tickets as a 
service to aid passengers who had to 
make travel plans at the last minute, and 
also as a means to garner additional 
revenue. About a twelfth of all tickets 
available for a particular train were set 
aside for this category, which would be 
sold at a premium. This facility has since 
been modified such that tickets can now 
be booked only one day in advance, 
extended for all classes of travel except 
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First AC. The frenzy has now shifted to 
the weekends. 


The explanation of the frenzy over the 
weekend is that the number of people 
who desire to travel on Sundays usually 
far exceed the number of tickets 
available, and this is despite the 
railways introducing special weekend 
trains to help clear this crowd. With 
cancellation fares being rather low for 
‘normal’ tickets, they are usually sold 
out over a month in advance. Thus, for 
people who plan their travel at a short 
notice the only option left is to buy a 
Tatkal ticket — the bookings of which 
open on weekends. 


While it might be 
intuitive that the “real 
price” of the tickets be 
raised to the market 
clearing price, political 
expediencies have 
prevented any such 
measures from being 
implemented. 


Despite the railway ticket booking 
system being computerised, travel 
agents retain a significant hold on its 
sales. The Indian Railways being a 
monopoly of the Government, (and 
being politically controlled) tickets have 
almost always been subsidised in 
relation to their market clearing price. 
Though subsidised, long-distance 
transport can have positive externalities 
(in terms of greater mobility of goods 
and people), the upshot has been that 
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demand for railway tickets has always 
exceeded the supply. Enterprising 
agents have thus taken advantage of this 
situation by hoarding tickets when they 
become available and then re-selling 
them at a premium (which is the real 
market clearing price) to needy 
travellers. 


While it might be intuitive that the “real 
price” of the tickets be raised to the 
market clearing price, political 
expediencies have prevented any such 
measures from being implemented. 
Keeping train fares low has been the 
favoured method by successive railway 
ministers to keep their constituents 
happy, and with the reliance on railways 
by large sections of the Indian 
population, prices of train tickets have 
always been a sensitive issue. In 2012, 
Railway Minister Dinesh Trivedi was 
even sacked because he attempted to 
raise fares (after nine years of constant 
fares) against the instructions of his 
party boss Mamata Banerjee. 


The reason IRCTC gets so much abuse 
on Twitter is because its website is 
extremely slow, with capacity being 
significantly below demand. Booking 
requests from users across the country 
flood the system, with many requests 
getting timed out and the users getting 
disconnected. Thus, the race for Tatkal 
tickets on weekend mornings acquires a 
random component with several users 
unable to book their tickets due to the 
unavailability of server capacity. 


How, then, can the Railways solve this 
problem? A result of railways 
consistently pricing their tickets below 
market price has been that the 
organisation is severely starved in terms 
of finances, with little money available 
for investment on enhanced safety 
standards and passenger amenities. For 
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the same reason, it is unlikely that the 
total capacity of the railway network 
will improve significantly in the next 
few years. 


Economics also dictates against a 
dramatic increase in train fares. 
Increased mobility of goods and people 
has significant externalities in terms of 
economic activity, and with competition 
being restricted, and given the failure of 
the railways in expanding 
infrastructure, it is not appropriate to 
raise the prices to their natural market- 
clearing prices. 


When buying a reserved ticket, you are 
not just buying the passage to travel on 
that particular train. If you examine 
carefully, the price of the ticket can be 
split into two — one component being 
the price of travel from your source to 
your destination and the other being the 
price of the ‘option’ to occupy a 
particular seat on that particular train. 


In financial markets, one of the most 
popular instruments over the last 40 
years has been the stock option. By 
buying an option, you are entering into 
a contract wherein “you have the right 
but not the obligation” to purchase a 
particular security on a particular day at 
a particular price. If on the appointed 
day, the market price of the security is 
higher than the price at which you have 
contracted to buy (called the strike 
price), you execute your right, buy the 
security at the strike price and sell it at 
the market price and make your profit. 
If, however, the market price of the 
security is below the strike price, you let 
the option ‘expire’ — since it is worthless. 
By purchasing an option you stand to 
benefit significantly (and without a 
limit) if the price of the security moves 
in the right direction, while at the same 
time your losses are capped (at the 
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amount paid to purchase this option). 
The popularity of option markets over 
the last 40 years illustrates the utility of 
such an instrument. 


If you are travelling to Chennai on work, 
unsure of the date of return, you want to 
take the first train out once your work is 
complete. Given that you could return 
home on any of the three possible days, 
you may not want to purchase tickets 
for travel on all three of those days. 
What is preferable, instead, is the option 
to travel on each of those days. On the 
day you finish your work, you will 
‘exercise’ your option by traveling on 
that night’s train, letting the the option 
to travel for the other days ‘expire’. 


The price of a reserved train ticket can 
now be thought of as having two 
components — the price of actual travel 
itself and the option of occupying a 
particular seat on a particular train. The 
cancellation charge can be seen as the 
option of occupying that seat. Currently, 
the railways charge a nominal and flat 
sum of twenty rupees on cancellation of 
a reserved ticket until a day before the 
date of the journey. Thereafter, it 
increases in proportion to the value of 
the ticket. Considering that on certain 
routes in India, tickets are priced at 
several hundreds of rupees (for second 
class), this option price is indeed an 
extremely tiny proportion of the overall 
cost of the ticket. 


If someone has to travel from Chennai to 
Bangalore, unsure whether on Sunday, 
Monday or Tuesday, (with the option 
price being a nominal twenty rupees) he 
simply books tickets for all three days, 
with the intention of cancelling the ones 
he doesn’t need once he is sure of the 
travel date. For a mere extra forty rupees 
(on a ticket that costs about two 
hundred rupees) he gets flexibility. 
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The problem of low cancellation charges 
is that people can sometimes book 
tickets simply because of the option 
value — and the price of the option is 
cheap.The reason tickets get sold out 
(days after booking is opened fora 
particular train) is because the option is 
underpriced. Economically speaking, 
underpricing of option value of travel 
doesn’t lead to greater economic activity 
(unlike subsidised travel fares). 
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By setting cancellation charges at more 
reasonable rates, spurious ticket 
purchases can be further discouraged. 
People will book tickets only when they 
are sure of the date and time of their 
intended journey. This increases the 
availability of confirmed tickets closer to 
the date of the journey, and will help 
people plan better — rather than 
depending on the vagaries of the 
waiting lists clearing up. 
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Yatha shashan, tatha 


praja 


The difficulty of being good in urban India, when the entire system is designed to 


produce urban adharma 


Nature does not give a man virtue; the 
process of becoming a good man is an 
art. So writes Gurcharan Das, quoting 
Seneca, in “The Difficulty of Being 
Good”. This may be undeniably true. 
But it is impossible to be ‘good’ as 
citizens in Indian cities. Because to be 
good, systems matter. Systems are man- 
made and man’s behaviour in public is 
determined by the environment he 
inhabits. 
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Every group discussion on India, about 
Indians, invariably ends on the 
following note — that the target groups 
(be it pedestrians, motorists, children...) 
need more awareness and education. 
The reasoning goes that Indians are 
incapable of being ‘good’ in civic life. 
Such a statement needs systematic 
examination before condemning an 
entire society to ignominy. How can we 
be ‘good’ as citizens, when all odds are 
stacked enormously against us, every 
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step of the way? How does a man 
practice dharma in urban India — when 
the entire system is designed to produce 
urban adharma? Let us be clear. It is near 
impossible. 


On the roads of a typical Indian city, one 
sees many sights. An elderly lady on top 
of the median, waiting to jump down 
and hobble across the road; a gleaming 
foot-over bridge entirely empty of road 
crossers; pedestrians walking in front or 
very near the cars; street vendors 
occupying space meant for pedestrians; 
cyclists zig-zagging across the road; bus 
drivers stopping abruptly around the 
bus stop, blocking the roads; vehicles 
parked in a haphazard manner, blocking 
free passage; car drivers, with scant 
regard for lane discipline or red lights. 
Chaos and indiscipline — urban adharma 
— all around. 


How are these undisciplined actors to 
practice urban dharma and do what is 
right? How does an old lady climb a 
three-storey high over-bridge to cross a 
narrow road? How do we walk ona 
non-existent footpath? How do we drive 
in a disciplined manner when lines — 
meant to be drawn based on advanced 
engineering, taking multiple traffic and 
transportation components of the road 
into account — are drawn without an iota 
of analysis? Think about other urban 
woes and related ideas of being ‘good’. 
How should we stay ‘good’ and not steal 
common ground water using deep bore 
wells when there is not a drop in 
municipal supply lines? How do we 
park a car when there are no lines or 
meters — should the cars be parked 
parallel to traffic, at an angle or 
perpendicular? What is the disciplined 
approach? This is not to absolve us of all 
personal responsibilities. We should 
carry our litter few meters to drop it in 
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the assigned garbage bin. But what do 
we do when there are no bins in sight? 
We should answer nature’s screams only 
in well maintained public toilets, but 
what does one do when none exists? We 
should stop at the red light and allow 
pedestrian to cross the road and not 
block traffic movement. But how do we 
become good drivers when traffic lights 
don’t function properly? 


Current Indian attitude 
to civic life needs 
radical rethink — anew 
interpretation to yatha 
raja, tatha praja (like 
king, like citizens.) 


We often question how citizens of other 
countries, say Singapore, have the 
ability to be ‘good’. The usual answer is, 
when an Indian goes abroad, he obeys 
rules of that city. The implication of this 
is more damning — that Indians have 
such low self-respect that they 
subserviently obey other country’s laws 
while casually discarding their own. 


There is a counter-intuitive way to 
defend Indians. Citizens of Singapore 
behave in a ‘good’ manner because their 
system has eliminated most hurdles to 
doing so. An uneducated labourer or an 
IT professional from India, in Singapore 
can live a so called disciplined civic life 
because all reasonable infrastructure 
and services — required for him to be 
‘good’ — are already provided. 
Interesting question would be — who is 
deferential to whom — the Indian in 
Singapore who uses its well designed 
infrastructure that makes its usage his 
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second nature? Or the Government of 
Singapore that provided the world class 
infrastructure almost in anticipation of 
that arriving Indian? 


In any city, there are some who blatantly 
disregard the rules and laws. A good 
system ensures provisions to deal with 
them. There are sticks — cameras, 
parking meters, functioning traffic 
lights, well-designed and visible signage 
— not only to warn but to also punish the 
wrongdoers. A good system uses 
technology and physical infrastructure 
to guide the citizens, while saving 
energy and resources to discipline the 
few who are congenital offenders. 
Compare this with a junction in any 
Indian city, where a lone police 
constable is expected to be a substitute 
for well planned infrastructure. He is to 
stop red-light violators, remove illegal 
encroachers and vendors; punish 
speeding drivers; help cross hundreds of 
pedestrians and regulate traffic flow, all 
the while operating traffic light 
switches. When he fails to perform and 
stands mute witness to this omnipresent 
adharma on our streets, we accuse him of 
adharma — laziness, corruption, 
callousness and worse. 


A system that ensures that we can be 
‘good’ needs an understanding of a very 
critical element of modern urban 
governance. One of the great insights 
from the “Broken Window” theory is 
that bad humans act badly when given a 
chance, and even good humans behave 
badly when the environment is 
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encouraging. Deny them this 
opportunity and remove the temptation 
— even bad become better and good 
stay good. 


Gil Penalosa, who was in charge of 
parks and assisted in the astounding 
transformation of Bogota when his 
brother Enrique was Mayor, illustrates 
this with jaw-dropping charts. Prior to 
their intervention, crime flourished in 
and around Bogota parks. Penalosa’s 
insight: redesign parks to force persons 
passing one another to look into each 
others’ eyes which would prevent them 
from being ‘bad’. He redesigned 
accordingly and crime in parks 
plummeted. Same citizens in the same 
city, yet when the systems changed, the 
behaviours of citizens changed — by 
eliminating the difficulty, the system 
enabled the citizens to be ‘good’. 


Current Indian attitude to civic life 
needs radical rethink — a new 
interpretation to yatha raja, tatha praja 
(like king, like citizens.) It expects 
exemplary personal qualities of the king 
to bring out the good in citizens. Our 
public space is our daily Kurukshetra 
where ironically, due to bad governance, 
planning and infrastructure, our 
righteousness, instead of our evils, is 
compelled to die a daily death. Let the 
king’s governance — irrespective of his 
personal qualities — guide and nudge 
citizens towards public, urban dharma. 
Let it be yatha shashan, tatha praja (like 
governance, like citizens). 
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Dam(n) the ban in a 
plural society 


Book burnings and film bans hold a mirror to contemporary Indian society 


History has witnessed countless book 
burnings. Eight hundred years ago the 
ancient university city at Nalanda was 
sacked and its libraries burnt — these 
contained irreplaceable books and 
manuscripts on Buddhism, fine arts, 
politics, medicine, mathematics, and 
astronomy. Alexander the Great is 
believed to have burnt Zoroastrian 
scriptures. One of the largest book 
burnings in history is believed to have 
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been in Alexandria in Ancient 


Egypt. During the Second World War, 
the Japanese military destroyed or 
partly destroyed numerous Chinese 
libraries, including libraries at 

the National University of Tsing Hua 
and the Nankai University. 


Similarly, many films from across the 
globe have attracted controversy. A 

Clockwork Orange, an X-rated Stanley 
Kubrick movie of a dystopian future 
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and ultra-violence, is considered by 
many to have been the most 
controversial Hollywood film. Many 
others have courted controversy for 
their depiction of graphic violence or 
sex. A few movies have become 
controversial for religious or social 
reasons. Mel Gibson’s 2004 movie, The 
Passion of the Christ, which was charged 
by critics to be anti-Semitic, is one 
such. The widely watched Da Vinci 
Code was another. Indian states have 
had a long list of banned movies. Fanaa 
and Parzania in Gujarat, The Da Vinci 
Codein Andhra Pradesh, Goa and 
Nagaland, Arakshan in Uttar Pradesh 
and Punjab and Dam 999 (a film based 
on the devastating effects of the 
breached Bangqiao dam in China) in 
Tamil Nadu. TheDam 999 ban was 
widely discussed in the media and set 
several legal precedents. The first 
nation-wide ban on a movie in 
independent India was for a Bengali 
movie called Neel Akasher Neechey about 
an immigrant Chinese wage labourer in 
1930s Calcutta. 


The Central Board of Film Certification 
(CBFC) is a statutory body under the 
Ministry of Information and 
Broadcasting, regulating the public 
exhibition of films under the provisions 
of the Cinematograph Act 1952. Films 
can be publicly exhibited in India only 
after they have been certified by the 
CBFC. The Board, consists of non- 
official members and a Chairman (all of 
whom are appointed by the Central 
Government) and functions with 
headquarters at Mumbai. It has nine 
regional offices, one each at Mumbai, 
Kolkata, Chennai, Bangalore, 
Thiruvananthapuram, Hyderabad, New 
Delhi, Cuttack and Guwahati. The 
regional offices are assisted in the 
examination of films by Advisory 
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Panels. The members of the panels are 
nominated by the central government 
by drawing people from different walks 
of life for a period of two years. In recent 
years Anupam Kher and Sharmila 
Tagore have been chairpersons. The 
current chairperson is Leela Samson. 


Why should we care if a 
few books and movies 
are banned or burnt for 
the understandable and 
practical reason of 


“preventing a law and 
order problem’? 


Section 5(B) of the Cinematograph Act 
has a sweeping clause which states that 
a “film shall not be certified for public 
exhibition if the film or any part of it is 
against sovereign interest, public 
order... and is likely to incite the 
commission of any offence.” The CBFC 
is expected to take a balanced view of a 
film under consideration for 
certification. What is less clear is what 
can and should happen to a film that 
attracts controversy after it has been 
certified by the CBFC. Films have been 
banned by states acting of their own 
volition or by some entity taking legal 
action (typically a stay order from a high 
court) to halt the broadcast of a film. 


The sweeping clauses in the Act are 
widely used by state governments to 
justify their bans — a claim of a potential 
disruption to public order or an 
incitement of violence by certain groups. 
In the recent case of the movie 
Vishwaroopam, citing law and order 
grounds, the State government had 


Pragati- The Indian National Interest Review 


empowered the Collectors to invoke 
Section 144 (power to issue order in 
urgent cases of nuisance or 
apprehended danger) CrPC and ordered 
theatres not to exhibit the movie. 


Why should we care if a few books and 
movies are banned or burnt for the 

understandable and practical reason of 
“preventing a law and order problem”? 


One, for Freedom of Speech. Freedom of 
speech is enshrined in our 

Constitution. While some of us may not 
agree with what another has said ina 
book or film, they have a 
constitutionally protected right to do 

so. This freedom must be zealously 
guarded for it is in difficult 
circumstances that it must be 

defended. This right is the bedrock upon 
which a plural and a democratic modern 
society is built. If we don’t like what 
someone else is saying we have no 
obligation to buy the book or see the 
movie. In an ironic compromise in the 
Vishwaroopam case, the Director has 
agreed to mute seven ‘objectionable’ 
scenes in return for all legal cases to be 
withdrawn. The freedom of expression 
survives at the expense of freedom of 
speech. 


And two, for political complicity. Once 
the CBFC has reviewed and certified a 
movie, no State Government has the 
authority to ban it. For instance, Section 
7 of The Tamil Nadu Cinemas 
Regulation Act 1955 allows a district 
collector to suspend exhibition of a film 
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if he believes that there could be a law 
and order issue. This is well short of 
authority to issue a ‘ban’ on the film and 
is usually meant to apply for a short 
while. But state governments are getting 
into the act for political reasons — 
appeasing certain sections of the 
population for political 

objectives. Misusing regulation for 
political purposes and simultaneously 
crushing the right to free speech needs 
to stop. 


If there is a single word that captures the 
“idea of India” over the millennia, then 
it has to be ‘tolerance’. India has been a 
diverse, polyglot country, and tolerant to 
diverse civilisation(s) for centuries. This 
is the country that prays to thousands of 
gods, admits religions persecuted 
elsewhere, allows even cults to operate 
with freedom, and has deep-rooted 
pluralism at its core. The success of the 
Indian civilisation and one that has lead 
to its survival over many centuries is 
this tolerance and acceptance. We must 
not let it be compromised in favour of 
intolerance and bigotry. 


On a day-to-day basis, one hears the 
phrase “solpa adjust maadi” (adjust a 
little) in Bangalore. This is a mundane 
manifestation of the visceral DNA of 
India — a spirit of coexistence, 
adjustment and tolerance. Book 
burnings and film bans are violent 
expressions of the opposite idea — of 
prejudice, distrust and intolerance. Let 
us say no to bans. 
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Too risky to dump 


gold now 


Global economics and markets are still full of risks that are yet to materialise. This 


makes gold relevant as an insurance asset 


The spot price of gold has dropped to 
below 1600 dollars per ounce. It was 
once within touching distance of 2000 
dollars per ounce. Since then, it has had 
its moments but has been unable to 
break above that number. Many say that 
the gold bull-run that began in 2002 is 
over. They are ready to conduct a 
requiem for gold. Gold bulls should be 
pleased. They have to hold their nerve 
and wait for this phase to end, for this 
too shall pass. 


This column explains why. We did not 
see gold as an investment asset but as an 
insurance asset. The value of insurance 
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rises or falls with the perception of risk 
that is being insured. If the risk 
materialised, the insurance contract 
compensates. If it did not, the insurance 
contract would expire. Gold plays that 
role. That role is relevant and still 


needed. In our mind, that is clear. Global 
economics and markets are still full of 
risks that are yet to materialise. 


Financial market investors, on the other 
hand, are confused as to how they wish 
to treat gold. They buy up gold when 
there is threat of inflation from 
quantitative easing measures. When 
they become risk-averse, they move to 
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the US dollar. When they are positive on 
non-inflationary growth and on risky 
assets in general, they do not buy gold. 
They are happy to migrate into other 
risky assets and sell gold. That is what is 
happening now. 


According to investors, quantitative 
easing is old news. It does not seem to 
have brought higher prices for goods 
and services (what is commonly known 
as inflation). The world is stable. 
Eurozone appears to have stabilised. 
Therefore, in a world of non-inflationary 
economic expansion, the best assets to 
own are stocks and other risky assets 
but not commodities. 


Here is the simple cheat-sheet that they 
use: 


the lows of March 2009 but have piled 
into it in the last few months, after 
stocks have rallied more than 120 
percent (S&P 500). Fund managers 
concede that junk bond yields are too 
low and yet feel compelled to hold on to 
them for the sake of higher yields. In 
doing so, they are showing the same 
tendencies as retail investors do: ignore 
risks in their quest for yield. On a risk- 
adjusted basis, yields on many risky 
assets have fallen to very low levels 
simply because their prices have gone 
up too much. 


In general, financial assets become less 
risky as prices drop. They become 
riskier as their prices rise. This is 


seemingly counter-intuitive but not hard 


State 1 | Quantitative easing + threat of 


inflation 


Buy risky assets including commodities 
(e.g., gold and oil) 


State 2 | Risk aversion + threat of 


deflation 


Buy the US dollar and US treasuries. Sell 
Risky assets. 


State 3 | Stable economics and politics. 
Non-inflationary moderate 


growth. 


Buy stocks and junk bonds. Dump gold and 
Treasuries. 


Investors think that the state of the 
world now is State 3 above. Hence, the 
yield on the 10-year US Treasury is now 
1.97 percent (up from 1.4 percent in July 
2012) and gold has dropped below 1600 
dollars per ounce. The question is 
whether this assessment of the market is 
correct. Yours Truly disagrees with 
confidence. 


We feel that financial markets reflect 
investors’ euphoria precisely at the time 
when asset prices appear closer to their 
peak and not at the bottom. Retail 
investors in the US have remained 
fearful of equities as it advanced from 
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to grasp. As stock prices drop, there is a 
clear floor. They cannot drop below 

zero. The closer they come to zero the 
risk of further price decline diminishes. 
It is as simple as that. That calls for 


counter-cyclical behaviour on the part of 


investors — trimming holdings of risky 
assets as they rise in value and 
accumulating them as they drop in 
price. However, investors do the 


opposite. They buy when prices rise and 


sell when prices drop. This is irrational 
but it is not about to change any time 
soon. Retail investors are buying stocks 
after they have more than doubled in 
the last four years. 
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This pro-cyclical behaviour makes 
financial markets inherently unstable. 
When the oil of loose money fuels this 
unstable fire of pro-cyclical investments, 
the result is exaggerated rise and fall in 
asset prices. We are about to experience 
one more any time soon. The trigger 
could be any of the following or 
something else completely unexpected. 
The key point is that assets are not 
priced for bad news. 


However, investors do 
the opposite. They buy 
when prices rise and 
sell when prices drop. 


Europe is far from stable. French 
economy is weakening. Smaller 
Northern European countries (The 
Netherlands and Finland) are already in 
recession. Italian elections may result in 
a fractured outcome. The US economy is 
muddling through. China has been 
unable to shake off its addiction to 
credit. Japan is about to launch a policy 
experiment whose outcomes and 
unintended consequences are hard to 
predict. Growth in India has dropped 
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off the cliff and does not appear to have 
found a bottom yet. Economic growth in 
Korea has slowed to 1.5 percent at the 
end of 2012. Indonesia is overheating. 


As and when investors wake up from 
their reverie, financial assets will fall 
because investors will realize that the 
world is long way from being safe. All 
that has happened is that easy money 
has generated a false sense of well-being 
as it has done before. Both governments 
and investors duck the hard questions. 
Hence, the biggest disservice easy 
money has done is to turn investors into 
unquestioning lambs (being led to their 
slaughter), incapable of applying their 
mind critically and assessing their 
investment world for opportunities and 
risks. 


In short, the insurance role of gold has 
not vanished. It is very much there. 
Investors perceive, wrongly, that risks 
have diminished. When they realise 
their folly, gold will resume its rise. 
Gold has gone through similar phases in 
2004 and in 2005. The first three quarters 
of 2004 and 2005 saw gold drop and 
struggling to stay near previous peaks. 
The job of gold in protecting the 
ignorant, the uninformed and the naive 
from their follies is far from over. 


Pragati- The Indian National Interest Review 


CO 
ie 
wn 
c 
4 
Bt 
cay 
oO 
5 
o 
4S 


SUMANTRA MAITRA 


Saas 
PERSPECTIVE 


Sumantra Maitra is a tutor of New Zealand Foreign Policy and International Relations theory at the 


University of Otago, New Zealand 


Realism calls 


India needs to induct realism and balancing in its foreign policy 


If recent rumours on the Chinese 
internet are true, then Chinese armed 
forces and PLA are planning a string of 
Navy bases all around Asia. The highest 
concentration of these planned PLAN 
bases would be in and around India. 
While this piece of information is hard 
to confirm, going by the history and 
careful and selective leaking of 
information on Chinese internet and 
media by the communist administration, 
this may well be true. Ironically the 
same day, I read another piece in a 
reputed Indian English daily, urging 
India to follow the “middle path” with 
regards to China and Japan dispute in 
the Senkaku islands. That’s not the only 
one, other reputed newspapers also 
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urged India to play it cool, to be 
skeptical of the “Dogs of war”, and 
continue the detached, rudderless 
foreign policy, which, other than on rare 
resolute occasions, is deeply symbolic of 
our country for the last fifty years, the 
last year being particularly disastrous. 


The interminable dross that is churned 
out from both sides of the spectrum, one 
espousing utter non-violence and 
dialogue in the face of any humiliation, 
and the other proposing war at every 
corner and turn of history. What is 
obvious in this binary of ideological 
debate between the left-liberals and neo- 
conservatives of Indian foreign policy, is 
the absence of a Realist foreign policy 
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prescription. India being the land of 
Kautilya, (who is considered the one of 
the oldest Political Realists in the field of 
International Relations) conveniently 
discarded Realism from the national 
consensus. 


There are two types of states, the 
“power maximisers” and the “security 
maximisers” in International arena. The 
expansionist, revanchist, and revisionist 
powers generally fall in the former 
category. India falls in the second 
category, as we have given up our short 
lived interventionist tendency since the 
return of IPKF in 1989. Yes, we do have 
soldiers under the United Nations, in 
Congo, and our Navy patrolling the 
Somalian coast, in coordination with 
other navies. China, as the preponderant 
growing and expansionist power of our 
time, falls in the former category. 
Chinese expansionism is now limited to 
mercantilism and economic expansion, 
but soon with the growing clout, it 
would not be limited and peaceful. 
China would inevitably prove to be 
dangerous and revanchist, and there 
would inevitably a clash (hot or cold) 
between the two hegemons, a rising 
China and an ageing United States of 
America. 


Now, China faces, a “security dilemma” 
in the field of International Relations 
which every rising hegemon faces. The 
more defence capabilities China 
increases (for either power or security 
maximising reasons) the more insecure 
the small states around it would feel. 
Eventually they would want some other 
global power to come and balance 
China, which would lead China to 
militarise even more as a balancing act 
against the other great powers. This is 
where India should come in. We need to 
understand, that India alone is incapable 
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of taking on China. We lack the 
economic fundamentals, the military 
parity, the political will and backbone, 
and most importantly an 
underestimated but hugely important 
aspect-discipline as a nation. We are 
much too diverse and democratic to 
have a forced singular identity and 
character. Our decision making is often 
haphazard, time consuming and chaotic. 


The more defence capa- 
bilities China increases 
(for either power or 
security maximising 
reasons) the more 
insecure the small 
states around it would 
feel. 


India needs to enter Realism and 
balancing. We need to ‘bandwagon’ with 
other great powers and it can be 
multidimensional. We need to have a 
defence treaty and cooperation pact 
with Japan. Shinzo Abe, a friend of India 
proposed the formation of Quadrilateral 
Security Dialogue with Australia, 
United States and India as a league of 
Asia-Pacific democracy, and a 
counterbalance to China. We should 
benefit from technology transfer from 
Japan, and have military and 
intelligence cooperation. Vietnam forms 
the second leg of this balancing act. We 
should also speed up and sell BrahMos 
missiles to Vietnam, and secure a 
permanent berthing right and base in 
South China Sea. Singapore and 
Philippines are also interested in 
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defence co-operation with India. All 
these countries are wary and watchful of 
Chinese expansionism and revisionism 
in South China Sea. We should provide 
them with a friendly hand. Also, the 
advantages of military training and 
selling hardware to these countries are 
more than we could perceive now. If 
there is a clash in South China Sea in the 
near future, then we could get an 
opportunity to fathom and monitor the 
actual performance of Chinese armed 
forces against our weapons systems. 
China never fought a war since 1979. We 
should be ready and in a position to 
observe Chinese PLA and compare it 
with factual data. An opportunity that 
would be foolish to lose, in case of a war 
in our near Eastern flank. 


Finally and most importantly, we should 
actively start engaging economically 

and militarily with the ‘Anglosphere’ of 
Australia, New Zealand, Canada, Britain 
and United States. Given our history 
with these countries, we can identify 
with them than most other developing 
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societies across the globe. But as I said 
in this essay a month back, the time for 
dithering is finally over, and we need to 
choose a side. India never walked alone, 
even during the heights of the Cold war. 
We took help from Kennedy to fight the 
Chinese, and we sided with Soviets 
from 1971 to 1990; we were never truly 
non-aligned and it is impossible and 
absurd to be so in this ever globalised 
and interconnected world. If we need to 
choose sides, it is prudent to choose the 
one with a liberal democracy and a 
shared commonwealth legacy. 


An old man from Athens told us 
roughly two and a half thousand years 
back that nations, like humans pursue 
what they solely perceive as their self 
interest, sometimes with judgement and 
rationale, sometimes without. If we 
discard the wisdom of Thucydides, we 
do so at our own peril. The greatest 
“Game of Thrones” in Asia is already 
on, and we are part of it; whether we 
want it or not. 
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There is an attempt in Pakistan 
to really become ‘Pak-1-istan’- 
the land of the pure 


Interview with Farahnaz Ispahani 


Farahnaz Ispahani served as the 
member of Pakistan’s Parliament, 
representing the Pakistan People’s Party 
(PPP) from 2008 to 2012. She is at 
present, Media Advisor to Co-Chairman 
PPP and President of Pakistan, Asif Ali 
Zardari. She is also PPP’s International 
Media Coordinator and Chairperson of 
PPP Scholars Wing. In the past, she has 
served as Pakistan National Assembly’s 
Member of Standing Committee on 
Human Rights, Foreign Affairs, 
Information and Broadcasting. Her 
grandfather was Pakistan’s first 
ambassador to the United States, Mirza 
Abol Hassan Ispahani and her uncle Zia 
Ispahani has also served as a former 


32 


Ambassador of Pakistan. In this 
interview to Sarah Farooqui of Pragati, 
Mrs Ispahani talks about the media, 
minorities, and the government in 
Pakistan and her own aspirations for her 
country. 


Pragati: You come from an illustrious 
family, which was closely involved in 
the creation of Pakistan. It must be 
pretty painful to see where Pakistan is 
today. Where did it all go so wrong? 


Farahnaz Ispahani: I think that Pakistan 
has had many difficulties just like 
Bangladesh and Afghanistan have. 
Many countries in the region have had 
to deal with difficulties because of 
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external factors and internal factors. But 
if I were to name one person or one 
entity that changed the face of the 
Pakistani society and politics and who 
we are still battling today, it was the 
man, General Zia ul Haq and the 
ideology of General Zia ul Haq. Today 
in Pakistan, progressives like myself 
have come together and have 
understood that this is our country, 
Pakistan is our country, no one can push 
us out, no one can silence our voices and 
I believe that we can succeed. It is in this 
— there is no other home for us but 
Pakistan. 


Pragati: The elections are just around 
the corner. It must be gratifying to see 
your party’s government complete full 
five years in office, the first 
democratically elected government to 
do so. Any predictions for the 
forthcoming polls? Will PPP be able to 
fight the anti-incumbency sentiment? 


Farahnaz Ispahani: Well, we are very 
proud of two things. First, that we have 
been the first democratic government to 
finish a five-year term inspite of having 
to work with a coalition government, 
which is always complicated. Second, 
that we have also done a lot of major 
legislation. We feel that we have 
accomplished a great deal. But at the 
end of the day, the beauty of democracy 
is that voters are going to vote — let the 
best party win or the best coalition come 
forward and I think that in itself is 
something absolutely historic and that is 
what the PPP is extremely proud of. 


Pragati: Besides the old institutions, two 
new ones — the media and the judiciary 
— have come to exert power in Pakistan. 
You and the Ambassador have been 
particularly at the receiving end of these 
new centres of power. What does their 
rise mean for Pakistan? How is this new 
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balance of power going to affect 
Pakistan? 


Farahnaz Ispahani: We now have a very 
vibrant and free media on one hand. On 
the other hand the vibrant and free 
media is owned very much by Seths or 
by individuals. Unfortunately, in certain 
locations there has been evidence that 
they take directions from external forces 
and external players in Pakistan and that 
is a very dangerous trend. If Pakistan’s 
media is to have credibility in the future, 
they have to work on sticking to the 
facts and keeping a narrative that is 
based on the truth as opposed to a spin 
that is generated out of a power sector. 


On the judiciary on the other hand, as 
we know there has been a great deal of 
disappointment with the highest 
judiciary because for people like myself 
who marched on the streets for the 
reinstitution of chief justice Ifthikar 
Choudhury and his bench and helped 
therefore bring the military dictator 
Parvez Musharraf down. We have seen 
that he has let down the judiciary and 
the people of Pakistan because his 
biggest promise was that the people 
would have justice, but instead of giving 
the common people of Pakistan speedy 
justice, disposing off their cases, looking 
at their issues, he is seen as doing very 
much of a witch hunt against certain 
political figures and certain political 
parties. He, and also the high judiciary 
in general, seem to pick up high profile 
media cases rather than cases which will 
work towards cleaning up the judiciary, 
speeding up the judiciary and making it 
into an institution Pakistan can and 
should be proud of. 


Pragati: The persecution of minorities in 
Pakistan has now reached alarming 
proportions. Ahmedis, Shias, Balochs 
are being 
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targeted by militant group with 
impunity. Why is the Pakistani state 
unable to act against the perpetrators? 


Farahnaz Ispahani: I served on the 
human rights standing committee in 
parliament and so I dealt very closely 
with these issues, to do with the 
persecution and the targeted killings of 
both Muslim minorities — sects like the 
Ahmedis, the Shias and non Muslims 
like Hindus, Sikhs and the Christians. 
What is happening in Pakistan today is 
unparalleled in our history. There is 


34 


basically an attempt to really become 
“pak-i-istan”, the land of the pure — it is 
almost like a cleansing. The institutions 
of both government and also the police 
and the Pakistan military in different 
ways have been trying to deal with this 
rising menace. But I believe until there is 
one policy, in terms of the external and 
the internal, until Pakistan and all its 
power brokers put Pakistan and 
Pakistani interests first, we are going to 
see this collateral damage, these deaths 
and these victimisations at home. 
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‘The existential threat to 
Pakistan comes from poverty, 
disease and ignorance and not 


from India’’ 


Interview with Ambassador Hussain Haqqani 


Former Ambassador of Pakistan to Sri 
Lanka (1992-1993) and the United States 
of America (2008-2011), Husain Haqqani 
is currently Senior Fellow and Director 
for South and Central Asia at the 
Hudson Institute. Ambassador Haqqani 
is also the Director of the Center of 
International Relations, and Professor of 
the Practice of International Relations at 
Boston University. He is the author of 
Pakistan: Between Mosque and Military. 
In this interview to Sarah Farooqui of 
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Pragati, Ambassador Haqqani talked 
about the contemporary situation in 
Pakistan, America’s relationship with 
Pakistan and India’s role towards 
Pakistan. 


Pragati: How do you look at the current 
situation in Pakistan? Is there something 
that gives you hope? Or is it all despair? 


Ambassador Haqqani: I don’t think one 
should ever have a situation over which 
one should have all despair. Hope is not 
just a feeling but it is also something you 
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work on and create. My view on 
Pakistan is that the fact that Pakistan has 
been resilient, or Pakistanis have been 
resilient, and we still have a democratic 
system after five years, gives us an 
opportunity to continue a debate in 
Pakistan that has never taken place — 
which is, what is the best interest in 
Pakistan and how do we make Pakistan 
a prosperous nation that cares for its 
people? And that debate has just started. 


Pragati: In your book, you had spoken 
of the alliance between the Mosque and 
the Military. Now it seems to be between 
the Maulana, the Mujahid and the 
Military. How will this nexus be broken? 
What is the way out? 


Ambassador Haqqani: The problem 
with all alliances is that they are based 
on some shared interest. They always 
end only when those interests end. I 
think that Pakistan has come to great 
harm as a result of the alliance between 
our state apparatus and religious 
extremists and the realisation on the 
part of a vast majority of Pakistanis that 
this alliance is harmful is the only way 
that this alliance is going to come to an 
end. 


Pragati: You have advocated that the 
best way in which the United States of 
America can help Pakistan is by 
divorcing Pakistan. That seems unlikely 
in the short-term. But what would you 
advice India to do to help Pakistan? 
Rather, is there something that India can 
do to help Pakistan? 


Ambassador Haqaqani: First let me say 
that I have never advocated that the 
United States should divorce Pakistan 
but rather that both should consider 
divorcing each other. Because it is not in 
Pakistan’s interest to develop a culture 
of total dependence on a foreign power 
like the United States and it is certainly 
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not in America’s interest to encourage 
Pakistan to continue to be dominated by 
military concerns alone. Only when the 
United States stops being the external 
patron, will Pakistan be able to focus on 
its internal issues and in an honest 
manner. 


As far as India is concerned, I think 
India just needs to just make it clear that 
it does not see Pakistan and its own 
relations with Pakistan through the 
prism of partition and that it looks 
towards an era or cooperation with a 
neighbour with whom it has had a 
difficult relationship. An overwhelming 
number of Pakistanis need to be 
convinced that the existential threat to 
Pakistan comes from poverty, disease 
and ignorance and not from India and 
that is the best way India can be helpful 
not only to Pakistan but also to a more 
prosperous south Asia that has closer 
relations between all countries in the 
region. 


Pragati: There is lot of concern in the 
region about how the situation will 
develop once the NATO withdraws 
from Afghanistan in 2014. What is your 
assessment of how it is going to pan out 
— for Afghanistan, for Pakistan, for 
India and for the region in general? 


Ambassador Haqqani: The best course 
for Afghanistan is to let the Afghans 
determine their own future. Afghanistan 
has suffered greatly because of external 
powers trying to decide its future. Only 
when the Afghans are in charge will 
Afghanistan be able to find stability. It is 
not going to be a perfect outcome from 
the point of view of any of the 
international powers but Afghanistan’s 
slide or descent into the current chaos 
started with direct soviet intervention 
and the effort to counter it that was 
backed by the United States. The United 
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States should not leave Afghanistan in a 
precipitous manner in which the Afghan 
government is unable to takeover the 
critical security functions. But 
eventually the most important role that 
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NATO and the United States can play in 
Afghanistan is to make sure that when 
they leave, Afghanistan does not 
become the battleground of regional 
powers. 
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Promote International 
Financial Services in 


India 


Promoting International Financial Services from India will further its geo-economic 


and geo-strategic interests 


As India seeks to expand its economic 
and strategic space globally, promoting 
International Financial Services (IFS) 
from India merits urgent consideration 
of policy makers, and of financial and 
capital market stakeholders. The 
primary rationale for promoting IFS in 
India is that the potential net benefit to 
the stakeholders and to the country are 
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considerable, and therefore worth the 
economic, regulatory, administrative 
and political effort. 


There are three broad imperatives for 
promoting IFS in India. The first arises 
from India’s deepening linkages and 
interdependencies with the rest of the 
world, which may be termed the geo- 
economic imperative. The second 
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concerns the need for more efficient 
financial intermediation, which may be 
termed efficiency imperative, while the 
third concerns the human capital 
imperative. 


The geo-economic Imperative 

This imperative arises due to the 
possible adverse consequences for 
India’s economic and strategic space and 
policy choice if the IFS are not 
vigorously promoted to expand India’s 
service exports, and contain imports of 
IFS. In 2011, India’s GDP at market 
prices was USD 1.85 trillion (USD 4.53 
trillion on Purchasing Power Parity 
basis). At nominal rate of increase of 12 
percent (6 percent real annual GDP 
growth and 6 percent average annual 
inflation), nominal GDP will be USD 3.7 
trillion by 2017, and USD 7.4 trillion by 
2023, just 12 years away. 


It is not just the size of the GDP, but also 
infrastructure needs and the Public 
Private Partnership (PPP) method used 
for infrastructure projects, which will 
sharply increase the demand for 
domestic and international financial 
services. The 2011 Report of the 
Government of India appointed 
Committee on Infrastructure projected 
that between 2012 and 2013, India will 
need to invest INR 39,187 billion (USD 
835 billion) valued at 2009-10 prices, 
equivalent to 48 percent of GDP to meet 
urban infrastructure needs alone. Many 
of these investments will utilise the PPP 
method. 


India’s current and capital receipts and 
payments to GDP ratio has increased 
from an average of 83.5 per cent during 
2003-04 to 2007-08 period, to 109.6 per 
cent in 2011-2012. India’s international 
trade in goods and services averaged 
40.8 percent of GDP during the 2003-04 
to 2007-08 periods, rising to 55.5 percent 
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of GDP in 2011. India’s deficit in 2011 
was USD 145.1 billion, equivalent to 7.8 
percent of GDP, an unsustainable level. 
While exports have been declining in 
recent months, imports have continued 
to rise. India’s current account deficit 
(CAD) in the balance of payments for 
2012-2013, projected to be 4.4 percent of 
GDP, helped by remittances, and other 
inflows, is a major structural risk, a 
significant limiting factor in perusal of 
more expansive monetary policy. India’s 
reliance on foreign funds to finance its 
CAD, and large purchases of IFS from 
abroad weakens its position globally, 
with significantly adverse implications 
for its economic and strategic space. 


India has already become a large 
purchaser of IFS from the rest of the 
world; much larger than is realised in 
policy-making or commercial circles, let 
alone by the public at large. Mobis 
Philipose (Mint, January 7, 2013) has 
reported the growing importance of 
INR in the global market; with over half 
of the dollar-rupee market being 
overseas. In NIFTY future contracts, role 
of Singapore’s Exchange (SGX) is 
growing worryingly. 


As equity and interest rate derivatives 
markets increasingly move offshore, 
including to centres which are lightly 
regulated, India’s imports of IFS will 
grow, and its critical talent pool will 
decline. This trend can only be reversed 
by enabling, through regulatory, tax, 
and provident and pension fund 
investment policies, onshore activities to 
compete more effectively with offshore 
activities. India must encourage 
development of innovative financial 
products relating to pensions, insurance, 
project financing and other activities; 
and encouraging offshoring of actuarial 
and other services from India. 
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More efficient financial intermediation 
Promoting IFS in India has potential to 
improve the quality of financial 
intermediation in India through better 
benchmarking against international 
practices. According to the 2011 
Financial Development Report by the 
World Economic Forum, India ranked 
40 out of 62 countries, suggesting 
considerable room for improvement. 


Promoting IFS in India 
has potential to improve 


the quality of financial 
intermediation tn India 
through better 
benchmarking against 
international practices. 


India’s high growth domestic savings 
rate (32.3 percent GDP in 2010-2011) 
needs to be intermediated into gross 
domestic investment (35.1 percent of 
GDP in 2010-2011) to improve capital 
productivity and thereby India’s trend 
rate of economic growth. India’s 
financial sector has considerable scope 
to grow. Thus, its mutual fund industry 
assets of USD 90 billion in 2011 were 
equivalent to only 5 percent of GDP, and 
paltry 0.4 percent of global assets under 
management. The insurance penetration 
rate (measured as a ratio of premium to 
GDP) for life (3.4) and for non-life (0.7) 
are relatively low; and have not 
exhibited strong upward trend. 


India needs to obtain scale and depth in 
asset management, and in insurance 
industries. 


The human capital imperative 
This involves creating a conducive 


40 


environment for attracting individuals 
(and organisations) with technical and 
professional skills involving financial 
and capital markets, particularly in 
quantitative finance. To facilitate this 
task, numerate labour force providing 
good quality para-professional 
accounting, book-keeping, compliance 
and other tasks needs to be trained 
locally. 


Significant presence of Indian diaspora 
in global financial and capital market 
related organisations represents an 
advantage which needs to be leveraged. 
Requisite social and physical amenities, 
including affordable housing, 
educational, health, and transport 
facilities will be needed for such 
leveraging; and for developing 
paraprofessionals. 


The GIFT project 

Promotion of IFC in India could be in 
several complementary locations. The 
GIFT (Gujarat International Finance Tec- 
City Company Limited) project, spread 
over 673 acres, with the estimated 
project cost of INR 60,000 corers (USD 
11 billion), is an initiative which merits 
to be considered a national priority 
project. It is jointly promoted by 
Gujarat Urban Development Company 
Limited (GUDCL) and Infrastructure 
Leasing & Financial Services Ltd 
(IL&FS). 


The project is envisaged as a self- 
contained city, with domestic activities 
zone and Special Economic Zone (SEZ) 
for promotion of IFS. It claims to 
leverage Gujarat’s strengths and attract 
domestic financial global and capital 
market players, including offices of 
multilateral institutions. GIFT 
management could consider 
encouraging professional bodies in 
finance, actuarial studies and others to 
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be easily accessible to Gujarat-based 
professionals. It could also encourage 
multilateral organisations and 
foundations to locate in GIFT. As GIFT 
project progresses, it could help spur 
greater focus on improving efficiency 
and competitiveness by other locations, 
such as Mumbai, and Chennai. Such 
healthy contestability is consistent with 
focus on complementarities among 
different locations in promoting IFS in 
India. 


In the global IFS market of the twenty- 
first century, competition is driven by 
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rapid innovation in financial products, 
services, instruments, structures, and 
arrangements to accommodate and 
manage myriad requirements, risks, and 
a ceaseless quest for cost reduction. The 
GIFT project represents one of the 
initiatives, which if pursued 
competently as a project of national 
importance, could expand India’s geo- 
economic and geo-strategic interests. 
The cost of not promoting IFS in India in 
terms of national resilience and strength 
will be unacceptably high. 
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Creating policy 
options on Pakistan 


India must realise that threats from Pakistan are real and will not diminish with 
the status quo 


The recent sentencing of David Headley 
by a Chicago court in connection with 
the 2008 Mumbai terrorist attacks 
should serve as a timely reminder to the 
Indian government. Though the 
government is significantly invested in a 
“peace process” with Pakistan, threats to 
India’s national security have not 
diminished as a result of that process, 
and the infrastructure and support 
systems for terrorism continue to exist 
in Pakistan. India is in need of policy 
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options on Pakistan to mitigate short- to 
mid-term threats to India’s security. 


Pakistan’s leaders have built a state 
security apparatus that is avowedly 
inimical to the existence and prosperity 
of India. This apparatus does not abjure 
provocation through either military or 
non-military means under the cover of 
nuclear deterrence. And while elements 
of Pakistan’s political leadership may or 
may not harbour such ill will towards 
us, their ability to be an effective 


Pragati- The Indian National Interest Review 


counterweight to the military security 
apparatus on issues relating to India is 
debatable. 


So if Pakistan does not eschew terrorism 
and continues to provoke India, what 
are India’s options and how should it 
respond? There are effectively three 
courses of action available to the Indian 
government. One, do nothing beyond 
the usual issuances of démarches, 
threats to terminate dialogue, or 
withdrawing our high commissioner 
from Islamabad However, these 
responses neither deter Pakistan, nor 
address a growing national mood for 
punitive action. The diminishing 
returns of pursuing such a course of 
action are apparent. 


Two, military and diplomatic 
confrontation. But military 
confrontation carries with it certain 
inherent risks. Calls for “surgical air 
strikes” or limited strikes against targets 
across the Line of Control do not take 
into account the fact that they could lead 
to a series of escalatory steps, resulting 
in a larger conflict. From an Indian 
standpoint, larger conflicts are generally 
counterproductive because global focus 
invariably shifts from the initial act of 
provocation to the prospect of war 
between two nuclear-armed states. 
Unless Pakistan indulges in significant 
military provocation (e.g., Kargil), an 
escalatory military response from India 
may not be advisable. 


Indian diplomatic offensives have 
yielded results in the past, though the 
lessons learned were quickly forgotten 
by Pakistan. Calls to have Pakistan 
declared a state sponsor of terror will 
need to take into account U.S. attitude 
towards Pakistan. For example, the 
George HW Bush administration made 
recommendations in 1992 that would 
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have resulted in Pakistan being 
designated a state sponsor of terror. But 
this is unlikely to happen in 
environments (like the current) where 
there is U.S. dependence on Pakistan on 
crucial foreign policy or national 
security objectives. 


The third course of action involves 
developing capacities for non-military 
punitive action. The challenge for India, 
though, is that this will require both 
capacity-building, as well as sustained 
political will even through the course of 
democratic transition. India can pursue 
these options, while remaining 
committed to a “peace process” with 
Pakistan. Indeed, the deniability 
implicit in their design will allow India’s 
actions to speak louder than its words, 
which would be a welcome reversal in 
trend. 


First, India must build capacity for 
offensive covert operations in Pakistan. 
It has been suggested that India’s covert 
operations capabilities were terminated 
during the term of IK Gujral in 1997 and 
have not been revived since. Covert 
operations are important because they 
can provide a state the ability to punish 
an aggressor, while maintaining 
plausible deniability. India’s objectives 
for such operations can range from 
targeting specific individuals (e.g., 
terrorist leaders) or entities inimical to 
India. Of course, Pakistani responses to 
these operations are always a possibility, 
but the red lines and costs for such 
provocation would have been made 
clear to Pakistan. 


Second, India should develop capacity 
for offensive cyber operations against 
Pakistan. Cyberspace provides India a 
considerable array of options through 
repudiation. These operations can range 
from the simple defacement of 
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Pakistan’s Internet-facing infrastructure 
to more sophisticated denial-of-service 
attacks targeting military and civilian 
satellite and communication networks. 
Attacks could also target Pakistan's 
Supervisory Control and Data 
Acquisition (SCADA) systems, which 
are used to manage a range of industrial 
processes from power generation to oil 
and gas. Indeed, the makers of Stuxnet 
used sophisticated malware to great 
effect and wrecked havoc on SCADA 
systems in Iran and other countries. 


So if Pakistan does not 
eschew terrorism and 
continues to provoke 
India, what are India’s 
options and how should 
it respond? 


Third, as upper riparian to Pakistan, 
India has the ability to control the flow 
of river water from the Himalayas to the 
Indus Basin in Pakistan. Now, 
deliberate prevention of the flow of 
water into Pakistan is a violation of the 
Indus Waters Treaty (IWT), which India 
has honoured even in times of war 
imposed by Pakistan on us. But moral 
grandstanding during times of 
provocation are the last resorts of the 
helpless and weak-willed. The IWT 
stands in relative isolation as a rare 
example of international water 
cooperation, but Pakistan cannot take 
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the integrity of the treaty for granted 
while continuing to attack India with 
impunity. Thus, impeding the flow of 
river water into Pakistan — with or 
without state deniability — must be an 
option India retains and exercises in 
response to acts of extraordinary 
provocation from Pakistan. 


Fourth, India can do a better job 
highlighting Pakistan’s poor track record 
in protecting minorities. Pakistan is 
riddled with internal fissures and its 
minorities — the Shias, the Ahmediyyas, 
Christians and Hindus — have come to 
bear the brunt of targeted violence, often 
orchestrated with the complicity of the 
state. Pakistan responded with massive 
military force to quell insurgencies in 
FATA and Balochistan. Its Hazara 
population has been repeatedly targeted 
by terror groups like Lashkar-e-Jhangvi. 
India’s domestic and international 
NGOs, human rights groups, and TV 
and print news media must be 
encouraged to highlight these issues to 
domestic and international audiences. 
While this isn’t “punitive action,” per se, 
it can be used to great effect to bring 
additional pressure on Pakistan. 


Finally, while India must continue to 
focus on economic growth and reducing 
poverty, it must also realise that threats 
from Pakistan are real and will not 
diminish with the status quo. India 
cannot be expected to continue to 
‘absorb’ body blows from Pakistan, in 
the interest of a greater good. This 
would be a morally irresponsible 
position for any democratically-elected 
government to take. 
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Don’t know your 


customer 


The security theatre of Know Your Customer requirements for financial 
transactions harasses honest citizens while money launderers still thrive 


Opening a bank account, investing in a 
mutual fund, opening a brokerage 
account or buying insurance can be 
extremely painful if you’re not among 
the urban rich of the country. Much in 
common with all these transactions is 
the Know Your Customer (KYC) 
requirement, which requires service 
providers to have documentary 
evidence that your customer is a real 


human being and lives in a real address. 


That means an ‘Identity’ proof such as a 
PAN card, a driving license or a 
passport, and an “address proof”, such 
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as a gas connection, a telephone bill or 
similar documents. 


This is, supposedly, to curb the menace 
of money laundering, through the 
benami route, where the person doesn’t 
really exist. But this is a classic case of 
throwing the baby out with the 
bathwater. 


In Frederick Forsyth’s Day of the Jackal, 
the main character obtains a fake British 
passport by using a dead baby’s name to 
apply. This was a loophole in Britain as 
recently as 2003. If this can be done ina 
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developed country that has fairly good 
tracking systems, we can imagine how 
much easier it is to do in India. For a 
really determined person, obtaining a 
fake identity and address document is 
not difficult — a fake PAN card is 
obtainable for a fee; a gas connection 
with a fake name is just as easy for an 
address proof. I’ve heard of phone bills 
being printed with changed addresses 
and names. Essentially the bar for 
passing through the ‘onerous’ KYC 
requirements is so low that nearly 
everyone with a single cunning brain 
cell and enough money can qualify. 


But here’s the problem: the KYC 
requirements disqualify too many of 
those that desperately need banking or 
financial services. The car driver, the 
household help, the paper delivery guy 
— these are all examples of people doing 
legitimate business in most of our cities, 
and they find it very difficult to get a 
bank account because they lack enough 
documentation for the KYC 
requirements. They don’t easily get gas 
connections; they might find it difficult 
to get a driving license or other forms of 
ID or address proof. 


For banks, even while the RBI has 
relaxed the restriction on such 
documentation for the poor, banks 
continue to demand detailed 
documents; and why shouldn’t they? 
RBI hits banks with hefty fines when 
they violate KYC norms, while the 
benefit of having a KYC isn’t exactly 
very clear. How many financial crimes 
have been solved because we had his 
address proof? 


The Aadhar card (UID) might help solve 
this problem, but it is yet another 
document among the many that can be 
needed. Though the Aadhar can serve as 
an ID proof, it may not be sufficient for 
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address proof. For instance, if you live in 
a rented house and move out, then there 
will be a need of a fresh proof of 
address. 


For a really determined 
person, obtaining a fake 
identity and address 
document is not 


difficult — a fake PAN 
card is obtainable fora 
fee; agas connection 
with a fake name is just 
as easy for an address 
proof. 


If we really intend to solve the problem 
— of terrorism or money laundering — we 
can’t have a “get past the gate” solution- 
where it’s tough for you to pass through 
the gate after which there are no 
security checks. 


A possible solution is to relax KYC 
norms in general, but to step up 
surveillance for potential money 
laundering or fraud. For small accounts, 
stated addresses should work, with an 
Aadhar or other ID card. That will give 
the urban poor — who are the real victim 
of KYC requirements — a way to keep 
their savings in the banking system and 
also give them eventual access to credit; 
after all, one of the few things banks do 
with the KYC details is to have someone 
call you if you have idle money lying in 
any account. 


Further, the system is inefficient in that 
you have to do the same KYC at 
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multiple places, and the documents that 
one provider accepts (such as a bank) 
are not acceptable elsewhere (like a 
mutual fund, even one that is owned by 
the same bank). This makes no sense 
whatsoever. It’s best to allow anyone to 
invest, and then track investments 
instead. If you want to buy a mutual 
fund, all you should need is your PAN 
card or Aadhar number — any KYC that 
has been done at any financial 
institution should be valid elsewhere. 
You will then need to do your KYC only 
once. 


Then how do you get to black money? 
As [have said, black money has many 
easy ways to circumvent our current 
processes that are hopelessly inadequate 
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in actually catching criminals. They only 
harass the good people. The solution 
should be to investigate further only 
when there is a trigger for a fraud —a 
large transfer, a major deviation from a 
pattern, or a large deposit or withdrawal 
of cash should prompt the institution to 
collect additional documentation, but 
not much else. 


There is much more value in the system 
for people who are currently stopped by 
unnecessary (and useless) KYC 
requirements than the false sense of 
security created. It is better for us to 
acknowledge that we are unsafe and 
find other methods to address the 
money laundering problem. 
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Fighting propaganda 


with truth 


The untold story of Kashmiri Pandits, refugees in their own homeland 


“Justice will not be served until those 
who are unaffected are outraged as 
those who are.” Benjamin Franklin 


Journalist Rahul Pandita’s book “Our 
Moon has Blood Clots” makes you 
angry about the plight of Kashmiri 
Pandits, refugees in their own 
homeland. As eminent historian 
Ramachandra Guha says, “This book 
throws new light on one of the most 
tragic conflicts in the modern world. 
Every paragraph of this compelling 
memoir rings true”. 


Pandita’s book exposes the hypocrisy of 
a ‘secular’ democracy, its intellectual 
class, its candle light brigade, its 
bleeding heart activists and, above all, 
its silent majority. Now 36, Pandita was 
forced to leave his home town of 
Srinagar, capital of Kashmir, when he 
was just 14. That was in 1990. With 
separatist militancy on the rise, 
Kashmiri Pandits, who constitute less 
than five percent of Kashmir’s total 
population, became homeless in the 
harsh winter that year. 
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It has taken 20 years for this story to 
emerge. The world is being fed stories 
about the region’s separatist aspirations 
and the Indian Army’s brutality, but the 
Pandits’ story had remained untold till 
now. Kashmiri Pandits, mostly middle- 
class, educated, hardworking and 
peaceful community (the only Hindus in 
Muslim-dominated Kashmir), were 
driven out of their ancestral homes in 
less than three months in the early 
1990s. 


Pandita narrates stories of the brutal 
genocide orchestrated by Islamist 
militants in the Kashmir valley. The 
cruelty of the attacks sometimes brings 
to mind what happened to the Jews in 
Europe, the Christians in Armenia, and 
people of Indian origin under the 
Ugandan regime of Idi Amin. Pandita’s 
heart-wrenching personal account 
shows how opinion makers made no 
effort to avert the tragedy. Human rights 
activists, international peace-makers, 
public intellectuals, politicians, and even 
journalists from the ‘mainstream’ media 
went about as if the problem did not 
exist. Pandita surmises they looked 
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away because talking about the lynching 
of Kashmiri Pandits might have made 
them look less ‘secular’. 


Pandita’s style is lucid, and he refrains 
from making his story melodramatic. He 
does not spare anyone, including the 
Hindu Right Wing which gains political 
mileage from raising, every now and 
then, the question about Hindus in 
Kashmir. Pandita’s point is that political 
parties are unwilling to do anything 
more to help the victims. 


He does not spare 
anyone, including the 
Hindu Right Wing 
which gains political 
mileage from raising, 
every now and then, 
the question about 
Hindus in Kashmir. 


The exploitation of displaced Kashmiri 
Pandits begins at the hands of fellow 
Hindus the moment they arrive in the 
neighbouring region of Jammu. They 
expect to be treated with sympathy and 
love in the Hindu majority area, but 
heartless landlords exploit them, and an 
insensitive population humiliates them. 


Pandita is unsparing of Kashmiri 
Muslims, who remain silent when their 
Hindu friends and neighbours are being 
hounded out and butchered. He gives 
several instances of extreme oppression 
by Muslim neighbours. In one instance, 
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a 14-year-old boy tells visiting prime 
minister K Gujral that his family was 
killed with the active participation of his 
neighbours, and they should not be 
allowed to touch the bodies. 


The book is filled with stories of families 
turning against neighbours, friends 
conniving with persecutors, childhood 
friends raping and killing hapless Pandit 
women and even the police joining 
hands with cold-blooded murderers. 
Pandita gives the lie to propaganda that 
the Pandits were forced to flee by 
Jagmohan, Governor of Jammu and 
Kashmir during their exodus to bring a 
bad name to Muslims and launch an 
attack on the separatists. 


Pandita is an eyewitness to many 
horrors. In the two decades since 95 
percent of the Pandit population was 
driven out of Kashmir, the government 
has done nothing to heal their wounds 
and help them return to their homeland. 


When the exodus of terrified Pandits 
was on, CPM leader HKS Surjeet said, 
without sentiment, “Such things 
happen”. This reflects the callousness of 
the Left-liberal intellectual and political 
class for whom the suffering of Pandits 
is no suffering at all. Such things happen 
when the victims don’t constitute a vote 
bank or don’t subscribe to a particular 
political ideology. 


“Our Moon has Blood Clots” is a bold 
attempt at countering propaganda with 
truth. It voices despair about a nation 
that mouths lofty platitudes but does 
little to protect its persecuted 
communities. This is a compelling book 
that cries for answers. 
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What caused the 
decline of Harappa? 


It is certain that the decline of the Harappan civilisation was not caused by 
invading Aryans or non-Aryans 


Chaudhry Khawar 


In “The Wonder That Was India”, A L 
Basham presented a dramatic picture of 
the decline of the Harappan civilisation. 
According to him, from 3000 BCE, 
invaders were present in the region. 
After conquering the outlying villages, 


they made their move on Mohenjo-daro. 


The people of Mohenjo-daro fled, but 
were cut down by the invaders; the 
skeletons that were discovered proved 
this invasion. Basham concluded that 
the Indus cities fell to barbarians “who 
triumphed not only through greater 
military prowess, but also because they 
were equipped with better weapons, 
and had learnt to make full use of the 


50 


swift and terror-striking beats of the 
steppes.” Sir R Mortimer Wheeler 
claimed these horse riding invaders 
were none other than Aryans and their 
war-god Indra destroyed the forts and 
citadels at Harappa. But Basham was 
not that certain of the identity of the 
charioteers; he stated that they could be 
non-Aryans as well. 


Basham wrote his book in early 1950s 
and a lot has changed after that. The 
decline of the Harappan civilisation is 
no longer attributed to “invading 
Aryans”, though that theory is still kept 
alive by political parties in South India. 
Even the non-Aryan invasion theory has 
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been refuted as there is no trace in the 
archaeological record for such a 
disruptive event or the arrival of anew 
culture from Central Asia. The 
skeletons, which were touted as 
evidence for the invasion, were found to 
belong to different cultural phases thus 
nullifying the theory of a major battle. 
Due to all this, historians like Upinder 
Singh categorically state that the 
Harappan civilisation was not destroyed 
by an Indo-Aryan invasion. Instead of 
blaming the decline of the civilisation to 
invading or migrating population, the 
end is now attributed to environmental 
changes and whims and fancies of 
rivers. 


From the late 1950s, historians believed 
that Mohenjo-daro was destroyed due to 
tectonic shifts in the region. According 
to one version, tectonic movements 
blocked the course of lower Indus river 
which must have caused floods that 
submerged the city. An opposing and 
the currently favoured theory suggests 
that instead of submerging in water, the 
city was starved of water. This 
happened because Indus shifted away 
from Mohenjo-daro, thus disrupting the 
crop cycle as well as the river-based 
communication network. 


While Sindh, where Mohenjo-daro and 
Harappa are located, has just 9 percent 
of the 1140 Mature Harappan sites, the 
Ghaggar-Hakra basin has 32 percent of 
them; Archaeologists like S P Gupta and 
J M Kenoyer identify Ghaggar-Hakra 
with Sarasvati river. Around 1900 BCE, 
Kalibangan, located on the left bank of 
Ghaggar, was abandoned. Between the 
Mature and Late Harappan period, the 
number of sites along the river reduced 
considerably implying that the some 
hydrological change stopped the river 
from flowing. 
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One theory suggests that declining 
monsoons impacted water availability in 
Ghaggar-Hakra and that in turn caused 
the societal changes. Around 4000 years 
back, a dramatic climate change 
happened across North Africa, the 
Middle East, the Tibetan Plateau, 
southern Europe and North America. In 
India, during that period, there was an 
abrupt shift in monsoons, which lasted 
two centuries. In general, if you observe 
the patterns of recent years, monsoons 
have strong years and weak years, but 
they rarely deviate far away from the 
mean due to the dynamic feedback 
systems. It is a self-regulating system, 
but there have been occasions when the 
anomaly has lasted for few decades. 


But what happened 4,000 years back 
was truly unusual; it was an anomaly 
larger than anything the subcontinent 
had faced since in the last 10,000 years. 
A paper published recently by 
Berkelhammer was able to narrow down 
the exact time frame during which this 
shift happened and it coincides with the 
decline of the Harappan civilization. 
This new study does not depend on 
indirect proxies (like pollen data), but 
uses a direct terrestrial climate proxy 
from the Mawmluh Cave in Cherrapunji 
and hence was able to show an 
unprecedented age constraint. 


According to the paper, the most 
dramatic change occurred between 4071 
(+/- 18) years and 3888 (+/- 22 years) 
Before Present (BP) for a period of 183 
years. First there was a small rise 
between 4315 and 4303 years and a more 
precipitous one between 4071 and 4049 
years BP. Once this change — which was 
earlier onset of monsoons or earlier 
withdrawal — happened, the monsoons 
stayed in this state for around 180 years 
before returning to normal values. 
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Earlier monsoon withdrawal suggests 
that monsoon, which is tied to ocean- 
atmosphere dynamics and influences 
from the land surface, was weakened. 
For the Ghaggar-Hakra, which was fed 
by the monsoons, the impact was quite 
serious as it affected the habitability 
along its course. The study is quite 
interesting because it provides precise 
numbers for the duration and onset time 
for this climactic event. The previous 
studies did not have proper age 
constraints and some of them depended 
on factors (pollen, sedimentation rates) 
which could be influenced by external 
natural and man-made causes. 


But what happened 
4,000 years back was 
truly unusual; it was an 
anomaly larger than 
anything the 
subcontinent had faced 
since in the last 10,000 
years. 


Thus when one study claims that 
Ghaggar was a monsoon fed river and 
hence was easily susceptible to the 
vagaries of declining rainfall, there is 
another which shows that Sarasvati was 
a glacier-fed river and climate is not the 
only cause for changes. A paper in 
Current Science by KS Valdiya 
published in January of this year, titled 
The river Sarasvati was a Himalayan- 
born river, provides numerous counter 
arguments. First, the Sarasvati flowed 
through Western Rajasthan, which is 
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one of the dustiest places on earth. 3500 
years of dust storms have altered the 
landscape so much that the landforms 
created by the river would not be visible 
today. Second, the river ran through a 
region which saw tectonic upheavals 
and that would have altered the course 
of the river, like what happened to 
Indus. Third, the dimensions of 
paleochannels in the upper reaches of 
the river show that it was created by a 
large long-lived system. The paper 
strongly states that it was not a 
weakened monsoon, but the deflection 
of rivers by powerful tectonic activities 
which caused the decline of the 
Harappan civilisation along the 
Ghaggar river. Around 3,750 years 
Before Present, the Tamasa river joined 
Yamuna and a millennia later the Sutlej 
joined Beas. Due to this, the discharge of 
water in the Ghaggar was reduced and 
forced the Harappans to migrate 
elsewhere. 


This is a contentious issue among 
academics; arguments and counter- 
arguments arrive sooner than you can 
digest them. While one controversy is 
over if tectonics or monsoon was 
responsible for the drying up of the 
river, there is another one over the 
climatic conditions during the Mature 
Harappan period. Some papers claim 
that Mature Harappan period occurred 
in a wetter phase and there are several 
others which show that Harappan 
urbanism rose in an arid phase. 
Paleoclimatology is a complicated field 
and more studies will give clarity to this 
controversy. But there is one certainty: 
the decline of the Harappan civilisation 
was not caused by invading Aryans or 
non-Aryans. 
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